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LARGE Funds available 
for immediate and liberal 
ADVANCES 


The “ Abbey Road ™ 
Society has earned the 
continued and increas- 
ing confidence of the 
investing public. That 
is why very large funds 
are now available to 
assist house purchase. 
Costs are low, advances 
are generous and the 
repayments are light. 
The service is efficient 
and expeditious. 


‘ABBEY 
ROAD 


LONDON’S LARGEST 
BUILDING SOCIETY 


Head Office: 
ABBEY HOUSE, Upper Baker St., 
N.W.1 
City Office - 145 Moorgate, E.C.2 
General Manager - Harold Bellman 


Assets exceed £9,000,000. 
Membership over 70,000. 


Branches at - 


Bedford, Blackpool, Bristol, Burslem, Coventry, 
Guildford, St. John’s Wood, Golders Green, Maid- 


stone, Manchester, Norwich Plymouth, Portsmouth, 
Reading, Southend, Torquay, Watford, Winchester, 


is forgotten 


Value continues to be 
measured by the service 
you receive from your 
investment. This is true 
of any mechanical thing 
you buy. It is true of 


typewriters ! 

Performance —- service 
capacity for work — these 
are the true measures of 
typewriter value. By 
these true measures the 
Royal has proved its greater 
value to more than one 
million typewriter users. 


COMPARE ROYAL WORK 
it’s the work that counts 


TYPEWRITERS 


LONDON : 
75,75a Queen Victoria Street 
*Phone : Royal 7601 (8 lines). 
PROVINCES: 
Look in any telephone book. 
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Provident Mutual Life Assurance Association 


Head Office: 25 to 31 MOORGATE, LONDON, E.C.2. 
ESTABLISHED 1840. 


ASSETS EXCEED £6,300,000. 


THE ATTENTION OF THE MANAGEMENTS OF BANKS IS INVITED TO THE SCHEME OF 
Stare ASSURANCE OF WHICH THE ASSOCIATION IS THE PIONEER, AND WHICH AFFORDS 
SPECIAL FACILITIES FOR EFFECTING LIFE ASSURANCE BY MEMBERS OF THE STAFFS 


OF BANKS AND OTHER PuBLic COMPANIES. 











Full particulars and all information will be sent on application to— 
Cc. R. V. COUTTS, F.LA., 


Manager and Actuary. 
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An Insurance Diary 


MARINE INSURANCE 
R.H. M. MERRIMAN, in his report to the Institute 
of London Underwriters, of which he is chairman, 
was able to announce a steady improvement in 
hull insurance, but unsatisfactory conditions as to cargo. 
Cargo underwriting, Mr. Merriman said, is not yet 
conducted on sound lines. Underwriters cover risks 
which they never carried before the war, and rates are 
still too low. 
INSURANCE RATES ON THE ST. LAWRENCE 
Mr. Pierre Cardin, Canadian Minister of Marine and 
Fisheries, threatens to create what he calls a Canadian 
Lloyd's, to underwrite ships using the St. Lawrence 
route at the same rates as those current for ships trading 
to United States ports. At first sight it might seem to 
be advantageous to insurers as well as to insured that 
this unprofitable liability, with its risks of fog, ice, tides, 
and rocks, should be taken over by the Canadian Govern- 
ment; for it is obvious that Mr. Cardin means insurance 
by Government when he talks of a Canadian Lloyd's. 
But there is another side to the case. Mr. Cardin’s 
threat is the last move in a long and involved story, the 
facts of which are familiar. It is disappointing, by the 
way, to find that the concessions granted by the London 
market, not for business reasons, but for the benefit of 
Canadian trade, in response to an appeal by Sir Halford 
Mackinder, chairman of the Imperial Shipping Com- 
mittee, should be disregarded. But, leaving this on one 
side, it is difficult to see how Mr. a scheme will 
help Canada. It can only do so if she can carry on 
marine underwriting more cheaply he in London. If she 
cannot, she will be wasting money, which might be better 
spent in fostering Canadian trade. And it is hardly 
likely that Canada can do the business cheaper than 
London. The experience and skill of London, and, 





THE FRONTISPIECE 
Our frontispiece is a portrait of Mr. Vivian Hugh Smith, 
governor of the Royal Exchange Assurance Corporation. 
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above all, mo wide market, whereby special risks like 
that of the Lawrence can be spread by being taken 
in conjunc Pn with others, enable underwriters here to 
quote lower rates than would be possible for a Canadian 
Lloyd's, limited to a narrower and more dangerous 
market. Moreover, insurance by Government must be 
more costly than by private enterprise, just as Govern- 
ment shipping is. The experience of Australia is exac tly 
comparable. It is claimed that her State-owned ships 
have saved Australian trade {2 millions in freights. That 
may be so, or it may not; but what is certain beyond all 
doubt is that the Australian mercantile fleet has cost the 
Australian taxpayer a dead loss of £13 millions, an ex- 
pensive way of saving 42 millions. Let Canada help 
Canadian trade if she so desires; but not by so wasteful 
a method as that of State insurance. 


FIRE LOSSES IN AMERICA 

Fire losses for 1927 in the United States and Canada 
show the same tendency as those at home. They 
amounted to $3205 millions, over $72 millions less than 
in 1920. Probably, however, the profitable appearance 
of these figures must to some extent be discounted by 
heavy tornado losses, such as those caused by the 
St. Louis disaster. 


INSURANCE OF CREDIT 

The most interesting thing in Mr. Cuthbert Heath’s 
account of a successful year’s working of the Trade 
Indemnity Company, Limited, was the progress of credit 
insurance abroad. It is in full swing in France: it is 
starting in Italy. Altogether no less than eight countries 
have followed Mr. Heath’s lead. In a subject-matter 
such as solvency, the knowledge acquired by contact 
with similar institutions in the buyer’s country is of 
obvious value; thereby, as the system spreads over the 
world, it will become even safer and cheaper than now. 
Both the Trade Indemnity Company and the Govern- 
ment’s Export Credits Guarantee Department are working 
towards, if they have not actually reached, the two 
requirements necessary to enable banks to finance on 
the security of their policies : payment on default, without 
waiting for ascertainment of loss, which may take 
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months or years to arrive at; and the validity of the 
policy in the hands of the bank (though not of the 
insured) in spite of misstatements or even of fraud. 


INCREASED RATES ON LIGHT CARS 

Underwriters in this country have followed the 
example of the United States, where the rates on private 
cars were increased by 16 per cent. last November. 
Here the increase applies only to private cars under 
12 h.p., and to goods vehicles under 20 h.p. The increases 
are substantial; for instance, on the 8h.p. car the pre- 
mium is about 22 per cent. more. The rebates, however, 
granted where the insured bears the first part of any 
loss, are increased. The extra premium is, of course, 
burdensome ; but it is common knowledge that claims in 
respect of light cars have been excessive. 


THE CAREFUL DRIVER 

What is wanted, and what will come, is further con- 
cession to the careful driver. He gets something x already, 
of course, both by the excess claim rebates, which are 
increased, and also by bonuses granted to drivers who 
have made no claims; but he might get more. An 
interesting scheme has been started by the Universal 
Automobile Insurance Company. They have pitched 
upon fortunate Sussex for special treatment, an agricul- 
tural county, removed from the turmoil of industrial 
districts, and presumably inhabited by a careful race. 
Sussex car owners are given exceptionally low rates, 
more particularly those with at least two years’ driving 
experience, 


COMPULSORY INSURANCE OF PUBLIC VEHICLES IN 
NORTHERN IRELAND 

Northern Ireland is experimenting in compulsory 
insurance on public service vehicles. The scheme is 
well worked out, and looks like succeeding. At any 
rate, it avoids the vice of the Massachusetts Act. Under 
that law, rates are fixed by a State Commissioner, and 
companies are obliged to take every risk offered, subject 
only to appeal to a board of State officials, who rarely 
give exemption. There is nothing of this in the Northern 


Ireland plan. 
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INVESTMENTS OF LIFE OFFICES 


A battle is raging over the investment policy of 
life offices. Mr. J. Maynard Keynes, chairman of the 
National Mutual Life Assurance Society, led the way, as 
he has done in many another enterprise, advocating a 
freer investment in ordinary shares. He has_ been 
challenged, of course, and the end of the struggle is not 
yet. The matter is both interesting and important, and 
will be examined in a later issue. 


HOSPITALS AND MOTOR CASUALTIES 


There has been much talk lately of the burden cast 
on hospitals by motor casualties. Grievously injured 
persons, even if strangers to the district, cannot be 
refused admission, not only from common humanity, 
but because they might die on the road if sent elsewhere ; 
and once admitted they may lie there for weeks or 
months, occupying beds designed for local residents, and 
often not paying one penny. Some, of course, pay, but 
many either cannot or will not. And even where the 
injured person is insured to cover medical attendance, the 
hospitals get no advantage, for since it is their fine 
tradition to treat patients for nothing, they cannot pass 
the cost on to the insurance office. There is no doubt 
about the burden, or the benefit the injured receive from 
prompt treatment, or the saving which insurance offices 
reap from speedy recovery of the insured, or the justice 
of the hospitals’ case. But when it is suggested that 
insurance companies should make voluntary contribu- 
tions to hospitals, or that motorists should voluntarily 
cover them by insurance, this is to approach the question 
from the wrong end. Insurance offices, with shareholders 
or participators to consider, cannot make voluntary 
payments; motorists cannot be expected to cover more 
than their actual liabilities. The hospitals’ claim should 
rest on legal obligation, not on generosity, whether of 
individuals or of corporations. If their constitutions 
allowed them to treat all accident cases not of local 
residents as paying patients only, this would meet the 
case, except where motorists were not insured and of 
small means, and these must in any event be treated 
free. The difficulty is that either the charters, or the 
practice, of some hospitals forbid them to insist on 
00 
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payment. The only effective remedy is a change in the 
law, for which the promised Road Transport Bill provides 
an opportunity. Motorists, of course, must pay the 
extra premium. This need not be heavy; indeed, one 
office is already offering to guarantee hospital costs up to 
f21 for a 5s. premium. 

PERSONAL 

The late Field-Marshal Earl Haig, K.T., G.C.B., etc., 
was a director of the Standard Life Assurance Company, 
and a member of the Edinburgh Board of the Royal 
Insurance Company, Limited. He also had the excep- 
tional distinction of being an honorary member of Lloyd's. 

Mr. Guy Holford Benson, a director of Robert 
Benson and Company, Limited, has been appointed a 
director of London Assurance. 

The General Accident Fire and Life Assurance Cor- 
poration, Limited, have elected Mr. Frederick Richardson, 
of Philadelphia, U.S.A., their United States manager, to 
a seat on their head office board. 

The directors of the Guardian Assurance Company, 
Limited, have appointed Mr. George F. Benson, president 
of the Canada Starch Company, an additional trustee of 
the company in Canada. 

Mr. A. B. Leather has been elected a director of the 
State Assurance Company, Limited. 

Mr. J. Westall Pearson, chairman of the British Oil 
and Cake Mills, has been elected chairman of the Liverpool 
Marine and General Insurance Company, Limited. 

Mr. Charles James Henderson hasbeen electeda director 
of the Colonial Mutual Life Assurance Society of Melbourne. 

Mr. Michael Seymour Spencer-Smith, D.S.O., whose 
recent death in a motor accident is so deeply regretted 
by all who knew him, was a director of London Assurance. 

A further report by the Registrar General upon 
Occupational Mortality, Fertility and Infant Mortality 
for England and Wales has just been issued. This new 
report, which differs in some respects from the previous 
one referred to in the last issue of THE UNDERWRITER, 
is reviewed by Professor Haldane in the present number. 

Home fire losses in February amount to £522,000, an 
added 50 per cent. for fires where the loss was under 
£1,000. This is substantially less than the figure of 
£671,000 for February 1927. 
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Occupational Mortality” 
By J. B. S. Haldane | 


HE Registrar-General’s decennial report on Occu- 
pational Mortality and Fertility, which has recently 
been published, is a document of interest to the 
most varied readers. Every man (for female occupations 
are not considered) should be aware of the particular 
risks of death in his own calling or that of his employees. 
The politician can gain some idea of the probable effect 
on public health of the changes which he advocates, 
whether he is a Conservative desirous of encouraging 
certain industries by tariffs or subsidies, or a Socialist 
with more drastic proposals. The physician or hygienist 
will find new and often surprising evidence as to the 
origins of disease: for example, the fact that glass workers 
are very prone to diabetes, and textile and slate workers 
to heart disease. But it is in life insurance practice 
that the most important consequence may be drawn. 
The method adopted in drawing up the report was 
to take the deaths registered in the years 1920-1923, 
and compare them with the numbers alive in each occu- 
pation as disclosed by the census of Ig21. The age 
distribution in different occupations varies very greatly, 
for example, drivers of motor vehicles are on the whole 
much younger than those of horse vehicles. Hence, 
in order to compare mortalities, a calculation has been 
made of the total deaths which would occur in a sample 
taken from the occupation having the same age dis- 
tribution as the general population. Otherwise motor 
drivers would, of course, appear to be unduly healthy 
and horse drivers the reverse. Only deaths between the 
ages of 20 and 65 are considered. But this method of 
comparing mortalities is somewhat misleading. A death 
at the age of 30 is far more serious, both from the point 
of view of life insurance and from every other, than one 
at 50. Now, whereas most deaths from phthisis occur 
about the age of 40, heart disease, which now kills more 





* The Registrar-General’ s Decennial Supplement, England and W ales, 
1921; Part 2, ‘‘ Occupational Mortality, Fertility, and Infant Mortality.” 
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people than phthisis, is most dangerous at 60, so that 
the position of phthisical trades, such as tin miners, 
metal grinders and polishers, and barmen, is even worse 
than appears from the official comparative mortality 
figures. In the same way, accident, the mortality from 
which varies relatively little with age, is a more serious 
risk than appears on the surface. 

It would be of great interest and considerable public 
utility if the figures given in the report could be dealt 
with so as to show for each occupation, not the total 
deaths in a standard population, but the cost to an 
insurance company had the lives of all members of the 
trade been insured at the age of, say, 25. 

With these provisoes we may consider some of the 
figures. The most dangerous occupation, with a mortality 
of 3°3 times the average, is that of cutlery grinding. The 
excessive mortality is largely due to lung disease caused 
by dust. This is, however, a small trade. The relatively 
frequent occupations in which mortality exceeds 150 
per cent. of the average are tin miners, sandstone masons, 
metal grinders in general, barmen, merchant seamen, cos- 
termongers and hawkers, sandstone quarrymen, potters, 
mill workers, stevedores, publicans, other dock labourers, 
and cellarmen. The rarer occupations include book- 
making and certain branches of the cotton and pottery 
trades. The figures for seamen are now available for 
the first time, as figures were obtained for numbers of 
seamen at sea and abroad at the time of the census and 
deaths at sea and abroad in 1922-23. As their mortality 
from violence was more than five times that of the whole 
population, and more than twice that of coal miners, 
their relative mortality in early life is particularly great. 

When seamen are excepted, the causes of these ex- 
cessive death rates are dust, alcohol, and urban poverty. 
Only certain kinds of dust are harmful, the worst being 
silica dust, which causes phthisis and other lung diseases 
in tin miners, sandstone workers, and metal grinders 
who use emery wheels. The tin miners’ mortality from 
phthisis is over eleven times the average. Coal miners, 
on the other hand, suffer less than the average man from 
phthisis. Alcohol needs no comment, though in the 
case of barmen it is supplemented by phthisis, probably 
due to bad ventilation of public-houses. The hawkers 
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doubtless represent failures of other occupations, but 
the dockers are only the least healthy of a number of 
unskilled urban trades, for when all occupations are 
grouped there is, of course, a decided correlation between 
low wages and early death. But this is of much less 
effect than other influences, for the mortality of the richest 
2 per cent. of the population is only Ig per cent. below 
the average, that of the poorest 13 per cent., only 20 
per cent. above it. Moreover, poverty is only dangerous 
in towns, for the death rates of farmers and agricultural 
labourers are practically the same. 

At the other end of the scale the dozen healthiest 
occupations are farm bailiffs, Anglican clergy, insurance 
officials, bank officials, foremen in the carpentering 
trades, railway signalmen, Nonconformist ministers, game- 
keepers, farmers, railway officials, farm labourers, and 
gardeners, in that order. Their comparative mortalities 
range from 53 per cent. to 71 per cent. of the average. 

These are, however, the exceptionally healthy or 
unhealthy occupations. We can group together the 
large majority of the population under a few headings. 
It then appears that the following occupations are 
healthy, the mortality figure being go per cent. or less 
of the average : 

Agriculture, the professions, railways, the electrical 
trades, food manufacture, wood working, civil and 
domestic service, and the chemical industry. Agricul- 
ture, however, is far healthier than any of the others. 
The majority of callings, including mining, the textile 
and metal industries, the building trade, and commercial 
and clerical occupations, have death-rates between 94 
and 110 per cent. of the average. The five large groups 
with a mortality more than 20 per cent. above the 
average, are the entertainment and drink trades, water 
transport, the manufacture of bricks, pottery and glass, 
and general labourers. 

Since all the parties are now committed to some 
form of State interference with industry, it would appear 
reasonable that in this interference some note should 
be taken of these facts. On merely economic grounds 
an unhealthy trade is undesirable. Early death means 
a loss of producing power to the nation, and an increase 
in the burden which the support of widows and orphans 
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lays directly or indirectly on the community. So that 
while a sufficiently inhuman economist might regard 
cancer, most of whose victims are over 60, as an econo- 
mically valuable disease which kills off useless mouths, 
he could not be equally complacent about the drink 
and cutlery trades. 

Now the State at present discourages the unhealthy 
drink and amusement trades by special taxation, and 
encourages the healthy occupation of agriculture in 
certain districts by the beet sugar subsidy. But it is 
also safeguarding some of the most unhealthy occupations, 
including branches of the cutlery and pottery trades. 
I contend that such assistance is not merely inhumane 
but uneconomic, and that before any industry can be 
safeguarded or subsidized it should be able to prove that 
its mortality does not exceed the average by more than 
20 per cent. At present, so far as I know, the mortality 
prevailing in an industry is treated as equally irrelevant 
by both sides in an inquiry under the Safeguarding of 
Industries Act. I should be prepared to go further, and 
believe that where the incidence of a disease in any 
occupation exceeds three times that of the general 
population, it should be compensated as an industrial 
disease. For example, potters are five and a-half times 
as likely as the general population to die of bronchitis. 
It is, therefore, more than four to one that any death 
of a potter from this complaint is due to his occupation, 
and his widow might reasonably be given the benefit 
of the doubt. Moreover, legislation on these lines would 
give the unhealthy trades an economic incentive to 
discover and practise methods of preventing their 
characteristic diseases. 

But the private individual has also duties in this 
matter. Let us take a simple case: the mortality among 
sandstone quarrymen is nearly three times that of workers 
in igneous rock, and nearly double that of limestone 
workers, owing to lung and heart disease caused by the 
dust; and the contrast is even greater for the masons. 
Now while it is inevitable that in some counties sandstone 
should be used, it should certainly be avoided wherever 
a choice is open. To construct a large building of sand- 
stone is to kill one or more fellow-creatures as inevitably 
as if they were buried alive under the foundations as a 
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sacrifice. Those who are responsible for the building of 
hospitals and churches might well set an example ! 
The social conscience has been thoroughly awakened 
with regard to accidents and some of the more sen- 
sational forms of occupational disease, such as lead and 
phosphorus poisoning and miners’ phthisis. It should 
be generally realized that while only 5 per cent. of adult 
males die from accident, 34 per cent. die from diseases 
of the respiratory system; and although bad heredity, 
food, housing, and clothing account for a large proportion 
of these deaths, probably about a third may be put down 
to conditions of labour. 

An outsider knows relatively little of the policy of the 
life insurance companies, but a glance at some recent 
books on life insurance practice suggests that, even 
among the companies which do not undertake indus- 
trial insurance, some occupations are unfairly, others too 
generously treated. Thus, while innkeepers are very 
properly discouraged, I suspect that bookmakers, who 
are still less healthy, may insure themselves at normal 
rates with certain companies at least; and farmers, 
teachers, and clergymen, when they are not insured by 
special societies, must go a long way to paying for the 
relatively unhealthy legal and medical professions. But 
the greatest differences in mortality occur in industry. 
For the first time occupations have been adequately 
classified, and the differences are seen to be far greater 
than those shown in the earlier reports of the same 
series. By acting on the facts here presented the 
industrial insurance corporations will be able not only 
to protect themselves against losses which were un- 
avoidable in the absence of adequate statistics, but to 
spread among the workers in the more unhealthy occu- 
pations a knowledge of the dangers which they undergo. 

At the present time economic rather than biological 
considerations are uppermost in the minds of those 
who determine the policy of this country, irrespective 
of their political views. For this reason vital statistics 
are largely ignored alike in politics and in industry. 
The facts regarding the social distribution of fertility 
are as important to the nation as those of mortality, 
but their economic significance is less, and their causes, 
effects, and the possible methods of altering them are 
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alike highly controversial. But premature death is an 
evil from the economic as well as from other points of 
view, and the economist as much as the biologist is 
concerned in its prevention. 


British Life | Offices Reviewed 


4 "HE promptness with which British life assurance 








offices publish their annual accounts reflects credit 

on their accountancy, but no discredit on that of 
the British companies transacting fire and other forms of 
insurance. British life offices conducting life assurance 
overseas are the exceptions to the rule, whereas the 
reverse is the case with general insurance companies. 
Whether or not there is scope for a large life assurance 
business by British offices abroad is another question. It 
raises issues of climatic and other considerations of health 
and environment, competition, and rates of interest, and 
the general problem of the investment of the funds. Facts 
which stand out are that, as a whole, British life offices 
do not transact a considerable life assurance business 
abroad, and that some of those which do a certain 
amount there include the general insurance companies. 
Yet, although there are very many healthy life assurance 
companies working abroad, they owe their parentage to 
British institutions; and it is satisfactory to find that 
not even American offices, which have made such a 
gigantic success of life assurance, can give better value 
for money than the British institutions. 

Accounts of the general insurance companies need to 
include figures contributed by practically every country, 
and so these great concerns cannot expect to vie with 
the purely life offices in the promptness with which they 
publish their reports. Nevertheless, their accountancy 
may be quite as efficient as that of the offices whose 
operations are limited to these islands. 

Detailed accounts are interesting to insurance officials, 
by whom they are studied minutely. It is always 
important for the management of one office to see what 
another is doing. The reports show the kind of com- 
petition they are up against; the success attained in 
obtaining new business, and the cost with which this is 
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secured; and the rate of interest earned on the funds. 
But even the rate of interest, as we have just been 
reminded by an eminent actuary, does not tell the whole 
story, because of the different methods employed of 
investing the funds—whether Stock Exchange securities 
to give a good rate of interest are chosen, or securities 
bearing a lower rate with the promise of a profit on 
maturity are selected; or a large amount is invested in 
reversions, so that only profit is realized when the rever- 
sions fall in. Certain offices, but not those which have 
so far published their accounts, give detailed lists of 
investments. The number of these is not quite what it 
was, for it has been found that there were drawbacks as 
well as advantages in the practice. Broadly, it may be 
said that an office which puts all its cards on the table 
merits the confidence of its assured. On the other hand, 
especially when an active investment policy is being 
followed, the holdings at any particular date do not 
represent the full facts as they exist when the accounts 
reach the policy-holders, and competitors are likely to 
be quick to fasten on to any particular points which they 
may use to their own advantage while ignoring those 
which they cannot so employ. 

It is true that this objection would not apply if all 
agents lived up to the highest standard set in a recent 
paper by Mr. W. Palin Elderton, the chairman of the 
Life Offices’ Association, and it would, in any case, have 
little weight with those who are qualified to analyse 
accounts for themselves. But human nature is always 
likely to remain imperfect. Offices have to secure 
business, and agents have to live. For this purpose the 
latter often feel compelled to employ all sorts of argu- 
ments, and the distinction between what is fair and 
unfair is very fine. Mr. Elderton would have agents run 
no risks at all in the matter, but would have them keep 
strictly to the affairs of their own offices and leave alone 
the accounts of institutions of which they know very 
little indeed or nothing. A little knowledge, we have 
always been taught, is a dangerous thing, and the ordinary 
agent will have quite enough to do to understand every- 
thing that there is to be learned about his own office. 
When he has studied that as closely as he can, he will 
have plenty to talk about. 
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With these excellent precepts in mind it seems un- 
desirable now to analyse in detail the accounts which 
have lately been issued. To attempt this task properly a 
great many pages would be needed, and they might appear 
rather heavy. Since dullness is a cardinal sin in these 
thrilling days, we will try to avoid committing it, and 
will merely attempt a brief sketch of some of the offices 
whose accounts have appeared, using the reports as a 
general guide. 

First, we must take the National Mutual Life Assur- 
ance Society, because, of course, it is the first office to 
issue its accounts. It is a brilliantly managed institution, 
and while every first-class society is justified in trying to 
think that there is none better, the chairman of this 
office leaves us in no doubt that, in his view, it is the 
very best. He seems to be distinctly sorry for those who 
struggle along laboriously behind, and is quite sure that 
others must try to follow in its footsteps, although, of 
course, they may not be well fitted to do so. Incidentally, 
this would doubtless suit the society very well, because 
it would always calculate on going one better, and the 
leader in any particular policy can hope to skim the milk 
of the cream. It pays high rates of bonus, and it seems 
almost churlish to point out that there are large numbers 
of the assuring public who are not at all concerned with 
bonuses—in fact they prefer not to pay for the privilege 
of sharing in them—and that there are also very large 
numbers of persons who are willing to participate in any 
incidental profits that are earned, but who place absolute 
security above everything. 

The Provident Mutual Life Assurance Association is 
another office to publish its accounts particularly early 
in the year. It has gone ahead very rapidly in 
recent years. One of the foundations of its business is 
the transaction of life assurance with great industrial 
organizations under schemes by which the premiums 
are deducted from the wages and salaries. It places the 
advantages of ordinary life assurance in the hands of 
those who otherwise would be dependent on industrial 
assurance. It is now paying high rates of bonus, and 
is prepared to allot the bulk of the profits to the present 
members, holding that the future will take good care of the 
future members. It is run on what may be called modern 
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lines, and deserves the full measure of success with which 
it is now meeting. 

The National Provident Institution is another ex- 
cellent mutual office, and it has just published its quin- 
quennial valuation returns. It is one of those institutions 
with which anyone would be glad to be assured. It has 
adopted the principle of rewarding the long-livers by 
increasing the rates of bonus paid to those who outlive 
their expectation. The result is that octogenarians and 
nonagenarians, the number of which is steadily increasing, 
do especially well. The society is so honest that if you 
are thinking of becoming a centenarian it might be as 
well, when you are comparatively young—say in the 
eighties—to inform the office what you would like done 
when you reach the coveted hundred. Otherwise the 
society may pay you then the sum due on your death, 
which might not take place for many years later, and your 
great-grandchildren might play ducks and drakes with 
the money. If you merely take out an endowment as- 
surance, the office will specially reward you for surviving 
the maturity date and so behaving properly. Altogether, 
an admirable office. 

The Clerical, Medical and General Life Assurance 
Society is yet another excellent institution. It has long 
maintained high rates of bonus, and its success in doing 
so has been remarkable. Before now actuaries have 
been likened to conjurers who produce rabbits out of 
hats. It is fortunate in possessing an able and devoted 
actuary; a clever and very cheerful secretary; and a 
highly efficient staff. Its actuary never tires of extolling 
the attractions of assurances participating in profits; 
and not only does the society receive a good share of 
these, but, apparently to the surprise and almost to the 
sorrow of the management, a great many people insist 
on taking out non-profit policies with it. It has allied 
itself with the Employers’ Liability Insurance Corporation, 
and the arrangement has worked very well for the latter. 

Edinburgh has reason to be proud of the Scottish 
Widows’ Fund, which is a very high class mutual office. 
It is now presided over by a mathematical genius, whose 
departure from London to the cold north did something to 
offset the large emigration of persons from the north to 
the south to occupy leading and remunerative positions. 
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Its London business is well cared for and its actuary 
knows the importance of this. The Society rests on, 
perhaps, rather safer foundations than the Bank 
of England. 

The Sun Life Assurance Society has done, and does, 
a great deal to popularize life assurance. Brokers are 
said to like it, since the Society transacts business very 
simply over the counter. It does a large amount of 
assurance without medical examination, of which it was 
a pioneer. It is not frightened at all unduly by con- 
siderations of climate, and if you are going abroad 
tomorrow, for a few years, you can assure yourself quite 
simply with it today. It has a very effective corps of 
agents and is not to be confused with the Sun Life 
Assurance Company of Canada. 

The Scottish Life Assurance Company goes along 
quietly and collects a considerable volume of business. 
Partly because it is Scottish, you will have additional 
reasons for knowing that your money will be quite safe 
with it. 

Formed, originally, by powerful shipping companies, 
the Marine and General Mutual Life Assurance Society 
has special connections, and it transacts a considerable 
number of staff schemes. When it was a little more 
than half its present age—it has now passed its seventy- 
fifth year—it opened its doors more widely and let in 
the general public. Its chairman, who is prominently 
associated with the Royal Mail Steam Packet Company, 
has usually something interesting to say in his annual 
speeches. 

The Pearl Insurance Company does a large industrial 
business and also an important ordinary business, the 
average sums assured in the ordinary department being 
comparatively small. Its success in developing ordinary 
life business, the cost of which is smaller than that of 
industrial insurance, is to be welcomed. It goes on 
breaking records. It transacts fire insurance in both 
this country and abroad and is extending its fire insurance 
overseas, and it has escaped the perils of marine insurance. 

Each year the figures of the Prudential Assurance 
Company leave us gasping. The assets now amount to 
more than £200,000,000. Obviously, with such resources, 
it is a great financial power in the land. It has led the 
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way in introducing reforms into industrial assurance, 
and is exceptional in allotting bonuses. The share- 
holders have voluntarily given up their rights to a large 
proportion of the profits, but they still fare very well. 
It has been cultivating with much success an ordinary 
life business, and its recent attractive advertisements 
should have repaid it well and benefited life assurance 
as a whole. It now successfully transacts a quite large 
volume of fire insurance and also does miscellaneous 
business. It was tempted a few years ago into marine 
insurance, but would have done better if it had left this 
alone. The annual reports and the annual meetings are 
outstanding events in life assurance, for it assures millions 
of British subjects. It receives numerous (and presumably 
free) advertisements on the music hall and revue stages, 
and in this connection, although far older and bigger, 
rivals Mr. Drage. 

We can now lower the curtain on the first act of 
brief review of the reports of British life assurance offices, 
all of which, in their own and particular ways, are doing 
very valuable work. There are several more to appear, 
and when the great general insurance companies begin 
to publish their results, there will be no lack of material 
for comment on activities for which British business 
men undoubtedly possess a particular flazr. 


Free School Books at the Expense of 
Policy-holders 


An American Proposal 


The Kentucky Legislative Insurance Committees are 
inquiring into a proposal to increase the present 2 per 
cent. State tax on foreign insurance companies transacting 
business in Kentucky. Receipts from this tax amounted 
to $1,100,000 in 1927, and supporters of the proposed 
increase contend that if it is introduced receipts would 
increase by more than half a million dollars and would 
be used to pay for free school books. 

There are more than 1,075,000 life insurance policy- 
holders in Kentucky. 
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American and British Life Offices: 


A Comparison 
By William Penman, F.1A. 


United States and Canada during the last two years, 

and I yield to no one in my admiration of the skill and 
energy with which our confréres over there have built 
up and administer the colossal organizations which 
carry on the business of life assurance on the North 
American Continent, in some cases with ramifications 
which can only be described as world-wide ; but I should 
be sorry to see precisely similar organizations established 
over here because of the expense involved. 

Not long ago I was discussing with an eminent 
American actuary—a man who is president of his com- 
pany, and whose name is as highly honoured in the 
British Isles as in the United States and Canada—the 
relative merits of the life assurance contracts offered to 
the public by British, Canadian, and United States 
offices. He expressed the opinion that, taking the best 
in each case, there was very little to choose. With that 
opinion I agree, and in this brief article I am not directing 
criticism against or according approval to any individual 
office or offices, but I hold strongly the view that on the 
average the British life offices give the best results to 
their policy-holders, and that until the United States and 
Canadian offices succeed in reducing the cost of their 
businesses this will remain the position: not that the 
United States and Canadian offices are other than good, 
but that the British offices are better. 

The right way to support such a contention would be 
to summarize the results of the principal offices in each 
of the three categories—British, Canadian, and United 
States—and to devise some basis upon which to compare 
the results. A less satisfactory way is to investigate the 
position of a few typical, but anonymous, offices. 

In this country the business of life assurance is in the 
hands of (a) offices which only transact life business, 


|’ has been my privilege to pay three visits to the 
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and (db) offices which transact all classes of business and 
almost invariably, if we except the large industrial 
companies, the business is obtained through the medium 
of brokers and part-time agents, visited by salaried 
inspectors, controlled in turn by branch managers. When 
the agency organization has to deal with all classes of 
business this is possibly as good a system as can be 
devised, but it is not the best system for securing a large 
volume of new life business. 

On the other side of the Atlantic life assurance is 
almost entirely in the hands of offices which transact no 
other class of business—the exceptions are few in 
number and small in size—and the business is obtained 
from specially trained whole-time agents supervised by 
general agents or by branch managers. The general 
agency system is usually considered to be cheaper than 
the branch system, but to be less effective. The whole- 
time agency system is more expensive than our system, 
but undoubtedly it is effective in securing enormous 
volumes of new business. 

When criticism is directed against the expense ratio 
of a Canadian or United States office the answer given is 
to point to the large new business transacted, and the 
suggestion is made that, having regard to the large new 
business, the expense ratio is not unduly high, and that 
if it were calculated on a scientific basis the comparison 
would not really be adverse. There is a considerable 
measure of truth in the view so expressed but, never- 
theless, when every allowance has been made the position, 
in my judgment, remains that the large new business is 
an excuse (a good excuse) rather than a reason for the 
high expense ratio. 

A large volume of business has to be considered, not 
so much quantitatively as comparatively, and it is pos- 
sible even in the United Kingdom to find a life office 
transacting new business on a transatlantic scale—in this 
respect, that its annual new business is about one-sixth 
of its total business in force. Comparing that office 
with a well-known United States office, we have an expense 
ratio in the one case of about 13 per cent., and in the 
other case of about 29 per cent. Admittedly we are 
comparing two very dissimilar businesses, but the differ- 
ence is striking. The American method of calculating 
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expense ratios is to count the new business for the 
year at five times its face value, and calculate the cost 
per $1,000 of business in force weighted in this way. 
The expense ratios on this basis are respectively 4°00 and 
4°03 instead of 13 per cent. and 29 per cent. respectively, 
when in our insular fashion we merely compare premiums 
with expenditure. 

That suggests the contention to be correct that when 
a scientific ratio is calculated the expenditure is not 
abnormal, but it also suggests doubt as to whether the 
American system is really scientific. In fact, neither 
method is entirely satisfactory, and no mere comparison 
of two ratios or two sets of ratios is adequate for our 
purpose. 

The first effect of an increased volume of new 
business is an increase in the amount of commissions 
coupled with, or followed almost immediately by, some 
increase in the cost of the new business department. As 
time goes on, but not immediately, the increased cost 
spreads to other departments—those which handle 
renewals, alterations, assignments, the actuarial depart- 
ment, the investment department, and, finally, the 
claims department. Now, taking our British method 
and the expense ratios of the same two offices we have : 


Commission. Expenses. Total. 
British Office .. 6 percent. 7 per cent. 13 per cent. 
United States Office 12 Pe 17 = 29 


These figures apply to two selected offices, but they 
are fairly typical—certainly sufficiently tvpical to form 
the basis of an argument. I can understand the expen- 
diture for commission in the one case being at a rate 
double that in the other, but I cannot understand why 
there should be such a large difference in the expenses of 
management other than commission. My view is that 
for many years a progressive policy in regard to new 
business, whilst swelling the commission cost expressed 
as a percentage of the premiums, should tend to keep 
down the other expenses expressed in a similar manner. 

The Americans beat us in the volume of new business 
which they secure. They beat us handsomely whatever 
tests we may apply, and, personally, I do not criticize the 
increase in the commission ratio which results from the 
employment of a whole-time agency staff. It may be, 
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too, that transatlantic conditions make it impossible 
(I know they make it difficult) to keep other expenses 
lower than they are at present. 

Ultimately, however, life assurance must be judged 
by the value given to policy-holders in exchange for their 
premiums, and from that point of view the United States 
offices do not beat us, and cannot do so until either they 
reduce their expense ratios or increase the rate of interest 
earned on their funds. The United States offices do not 
now earn interest on their funds at rates differing mate- 
rially from British offices. The position of the Canadian 
offices is better in this respect, for they still earn rates of 
interest materially higher than is earned by British 
offices, but in the majority of cases the difference is not 
sufficient to compensate for the higher expense ratio, 
and as a whole I still put the British life offices at the top. 

In conclusion, I am very conscious of the imperfect 
methods I have adopted in finding a basis for my argu- 
ments, but I have been dealing with such wide differences 
that I think the methods are justified. I believe that 
rates of interest tend to become internationalized, and 
that for many years to come the general tendency here 
and elsewhere will be downwards. 

In the interest of life assurance as a whole I should 
like to see a larger volume of new business in this country, 
even if it were coupled with an increase of two or three 
points in our expense ratios, and I should like to see a 
reduction of nine or ten points in the expense ratios of 
our friends and relations on the other side of the Atlantic. 


New Officers of the Aetna Companies 


The Aetna Life and Associated Companies have made 
the following appointments: Mr. Stillman Foote West- 
brooke, to be vice-president of the Aetna Life Company ; 
Mr. Elton Hill, assistant actuary of the Life Depart- 
ment; Mr. C. V. D. Peek, associate counsel of the 
Accident and Liability Department; Mr. A. O. Rose, 
assistant secretary of the Accident and _ Liability 
Department; and Mr. W. Braxton Dew, associate 
counsel of the Aetna Casualty and Surety Company. 

rr? 
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Recent Legal Decisions 


Tio case of Lake v. Simmons, decided finally by the 
House of Lords, has attracted a good deal of public 
attention. The Lloyd’s policy held by the plaintiff, 
a jeweller, insured him against fire, burglary, theft, or 
robbery from whatever cause in respect of his own pro- 
perty or property held by him on a trust for which he 
was responsible: but it excepted “loss by theft or dis- 
honesty committed by any customer in respect of goods 
entrusted to him by the assured.’’ On the pretext that 
her husband intended to give her a pearl necklace as a 
birthday present, a woman, with whom he had had no 
previous dealings, induced the plaintiff to allow her to 
take away, for the alleged purpose of showing it to her 
husband, one of two pearl necklets he had, in consequence 
of her inquiry, obtained from London on sale or return. 
She returned the necklet, and took away the other, but 
later, on these excuses, took away both. They were 
afterwards sold by her through a pawnbroker. 

The question raised was whether or not the woman 
was a customer, and whether or not the goods were 
entrusted to her within the meaning of the exception 
clause. Judgment on that question was in the negative 
on the ground first that possession of the goods was 
obtained by the woman through a deliberate fraud; 
and secondly that there was no agreement on her part 
with the seller which established a contractual title. 

The point as to what circumstances make a person a 
customer is an obviously important one, in association 
with this class of risks, and evidently now, on the decision, 
there must be some agreement with the seller establishing 
at all events, and on both sides, the intention to enter 
into a contract. A pretending purchaser, whose conduct 
is from the first fraudulent, is not a customer. If then 
it is the intention to except loss arising out of deliberate 
fraud, the exception must be extended to customers, 
or persons holding themselves out to be, or acting on behalf 
of, probable buyers. Having been qualified by the con- 
dition that there must be, as part of the transaction, 
some agreement importing a contractual title, the term 
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“customer ’’ cannot be used, as being in law self- 
descriptive. 

Where a policy is issued subject to the condition that 
“any misrepresentation, suppression, concealment, or 
trutinate averment in the answers to the questions in 
the proposal form shall render the policy absolutely 
void,’ the question involved is whether or not error, 
if discovered, relates to a material fact; and a material 
fact, to quote the words of Lord Dunedin, is “‘ any con- 
sideration which would affect the mind of an ordinarily 
prudent man in accepting the risk.”’ 

The plaintiff in Glicksman v. Lancs and General 
Insurance Co. held a burglary insurance issued by the 
company on the condition quoted. One of the questions 
asked in the proposal form was: “‘ Has any company 
declined to accept, or refused to renew, your burglary 
insurance ?’”’ To this the answer given was “ Yorkshire 
accepted, but proposal refused on account of fire proposal.”’ 
The plaintiff’s place of business was broken into by thieves 
who took away stock-in-trade to the value of £1,656. 
On discovering that the plaintiff had been refused a 
burglary insurance by another company, the defendants 
set up the condition attaching to the policy, and the 
arbitrator’s finding was that the policy was void. The 
plaintiff appealed. It was held that the non-disclosure 
related to a material fact, since it was material for the 
company to know whether or not a proposal had been 
refused. This judgment was affirmed by the Court of 
Appeal, and upheld by the House of Lords. The fact 
that the company put the question was accepted by 
the Court of Appeal as showing that in the company’s 
opinion the knowledge sought was material. It was 
stated in the course of the case that the plaintiff could 
neither read nor write. 

American certificates issued as representing policies 
covering marine risks have been the subject of two 
recent actions. In Kosher v. Standard Marine Insurance 
Co. the certificate was issued in respect of a consignment 
of shoe leather shipped from New York to Tunis. The 
certificate was expressed to take the place of the policy 
and convey all the rights of the original policy-holder. 
Clause 11 of the policy provided that in case of loss or 
damage to the property insured “the same shall be 

PP 2 
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reported to the representative of the company, or, if 
there is no representative at that place, to Lloyd’s agent 
as soon as the goods are landed or the loss is known or 
accepted.”’ On its arrival at Tunis the leather was 
found to have been damaged by sea water. As there 
was no representative of the company at Tunis, notice 
had to be given to Lloyd’s agent. The defendants 
pleaded first that the notice required by Clause 11 of the 
policy had not been given, and secondly that the clause 
operated as a condition precedent. Mr. Justice Sankey 
held however that, taking the contract as a whole, it 
was not established that the parties intended the clause 
to operate as a condition precedent. This judgment 
was upheld by the Court of Appeal. Lord Justice 
Scrutton expressed the view that “‘ whether any clause 
in a contract is or is not a condition precedent depends 
on the construction of the contract, in the light of the 
evidence given as to the subject-matter of the contract,” 
and Lord Justice Atkin said ‘‘ the onus is upon the 
person professing the condition precedent that it is such 
in fact, and to do that he has to place the whole contract 
before the Court.”’ 

There can be no doubt these dicta are sound state- 
ments of the law. For a clause to operate as a condition 
precedent it must, on this judgment, be clearly so under- 
stood and intended by both parties. Such a condition 
cannot become operative by implication. 

In De Monchy and Others v. Phoenix Insurance Co. 
of Hartford and Another, the claim was for loss by leakage 
on a consignment of turpentine shipped in barrels from 
Jacksonville, Florida, to Rotterdam. On arrival at 
Rotterdam, the turpentine was found to be some 372 
kilogs. less than the quantity shipped. The substantial 
question in the case was whether or not, as pleaded by 
the defendants, a claim under the policy was not main- 
tainable unless brought within a year. This condition 
was in the policy but not in the certificate, though the 
latter, as usual, was stated to represent and take the 
place of the policy ; and the plaintiffs contended that they 
were justified in assuming that the policy did not impose 
any special condition, such as a time limit, to the claim. 
Mr. Justice McKinnon held that the document called 
the policy was not the contract. The actual insurance 
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was the certificate, and the policy ‘‘no more than a 
record of the general terms on which the underwriters 
were willing to make contracts of insurance if asked to 
do so.”’ In his opinion the defendants had failed to make 
out that the limitation clause must be construed as part 
of the contract. 

On this judgment certificates must state all the terms 
and conditions of the contract. A contract cannot be 
embodied in one document and at the same time in 
another expressed to take the place of it, if there is 
discrepancy between the two. 

Words used in insurance policies which are not in 
legal language “‘ terms of art’’—employed with some 
special and technical meaning—sometimes give rise to 
unexpected difficulties. Such a _ difficulty cropped 
up out of the use of the word “collision ’”’ in a policy 
issued by the Royal Exchange Assurance on the hull 
and machinery of the steamship Fruniz. The ship got 
aground on a rocky bottom on the west coast of Scotland, 
and although she was got off twelve days later she had 
meanwhile sustained damage to the underpart of her 
hull by bumping owing to heavy weather. The point 
at issue in the case was whether this damage came within 
the clause of the policy covering loss through collision. 
The relevant clause ran : ‘‘ Subject to the institute ‘ free 
from particular average absolutely’ time clauses are 
annexed, but this insurance to include damage received 
by collision with any object (ice included) other than 
water.”’ 

The company admitted liability for so much of the 
claim as represented general average loss, but pleaded 
that the damage was a particular average loss and 
expressly excluded, since the stranding was not a “‘collision 
with any object’ within the meaning of the policy. 

It was held by Mr. Justice Roche that the stranding 
was collision with a natural object, within the meaning of 
the words ‘‘any object,’”’ and therefore within the policy. 

On the question of particular average, the learned 
judge, while agreeing that particular average damage, 
whether caused by stranding or by collision, was abso- 
lutely ruled out, also held that if damage through 
collision was brought in by a subsequent clause the 
damage could not be excluded. 
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In Union Marine Insurance Co. v. Borwick (73 L.T.R. 
1895) the terms “ collision ’’ and ‘‘ stranding ”’ were held 
to be, on the construction of the policy, mutually ex- 
clusive. Such mutual exclusion, however, is not a rule 
of law, but a question of fact and intention expressed 
(or not expressed) in the drafting of the contract. The 
point is one of evident importance. 


Insurance Share Market During 
February 


Quiet Conditions 
FTER a period of continuous activity extending 
A over many months, the Insurance market 
quieted down during February, and outstanding 
features were few. The imminence of the reports for 
1927 induced a waiting attitude, and prices generally 
marked time. Exceptionally, Sun Life and Pearls dis- 
played great strength, both being almost unobtainable. 
Sun Life rose from 45} to 50 with very few shares actually 
changing hands, while Pearls improved from 86 to 884 
bid. London and Manchesters were also wanted, and 
here again the price was bid up from 12} to 13? without 
sellers being attracted. 

The Sun Life report, as indicated by the share price 
movement, was extremely well received. While the 
amount of single premiums rose from {1,716,284 to the 
enormous figure of £4,649,131, the chairman at the 
annual meeting stated that the business was done on 
terms that would yield a profit and, in addition, had 
brought with it connections which should prove extremely 
valuable. New annual premiums also showed a satis- 
factory increase. The clear statement, too, of the 
decision by the company not to depart from its proved 
investment principles was well received. 

It was generally expected that the mere maintenance 
of the Pearl dividend at 50 per cent., notwithstanding 
the increase in the paid-up capital, would bring in sellers. 
This, however, was not the case, and the shares are still 
wanted at around 88. The report shows an increase 
in the industrial premium income, despite the difficulties 
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resulting from the previous year’s labour troubles, and 
a record increase in ordinary life business—new sums 
assured being more than {1,000,000 above the 1926 
figure. Considerable progress is reported in the extension 
of the company’s general insurance business abroad. 

Dealings have at last been allowed in the 5 per cent. 
tax free preference shares of the Britannic Assurance Co., 
which were issued to British Legal Life shareholders on 
the absorption of that office by the Britannic. They 
are called 22s. 6d.-23s. 3d., and to a buyer on that 
basis return 54 per cent. less tax, and are thus on a par 
as regards yield with the 6 per cent. tax free preference 
of the Pearl at 28s. 6d. 

General Accidents recovered towards the end of the 
month to around 9}, and Guardians were wanted at 
92. In the case of the latter, the shares are tightly 
held, and for the moment difficult to buy. Northerns 
turned rather sellers, and were offered well under 15. 

Prudential “‘ B”’ fell sharply to 33s. 6d. on the ex- 
tremely unsatisfactory claims experience in the Marine 
branch arising during 1927, premium income amounting 
to £383,564, and claims to £670,796. {£500,000 is trans- 
ferred to this account from the common contingency 
fund, which now amounts to £1,250,000. The continued 
unsatisfactory results in this department of the company’s 
general business would seem to have further postponed 
the prospect of any dividend on the “ B”’ shares for some 
years, and even at 33s. 6d. the shares look over-priced. 

Royal Exchange look a weak market on the possibility 
of further unfavourable marine results, such as those 
disclosed in the Prudential report. Royals have been very 
firm and have crossed 40. Sun Fire, too, have remained 
steady in the neighbourhood of 31? throughout the month. 

Among the smaller priced shares, Associated Re- 
insurers, after being up to over Igs., close at around 18s. 
The remarkable recovery exhibited by the shares of this 
company is accounted for by an appreciation of the 
strong balance sheet position and the high break-up 
value. Victory Insurance, which were only 6s. at the 
beginning of the month, have been over 8s. on talk of a 
very much improved showing, while World Auxiliary 
have remained about 26s.-27s., absorption rumours 
having quietened down meantime. 
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The Investment Facilities of 
Building Societies 
By Harold Bellman, M.B.E. 


(Chairman of the Metropolitan Association of Building Societies) 


HIS is the day of the small investor. Huge com- 

bines may be passing through the deep waters of 

financial tribulation, the dollar standard may be 
rubbing most of the gilt from the gold, the numerous 
Jeremiahs of finance may anticipate the realization of 
their most pessimistic prognostications, yet in spite of it 
all, the fact remains that small investors are on the 
increase. 

Apart from the fact that during 1927 no less than 317 
millions sterling of fresh capital was subscribed by the 
public for industrial and other purposes, almost every 
type of thrift institution reported considerable progress 
during the year. The admirable, if rather slow-moving, 
Post Office Savings Department, the “Penny Bank,” 
and the more imposing joint-stock concern, to say nothing 
of the building societies, all record encouraging increases 
in the number of their small depositors. The latest 
computation puts the number of small capitalists in 
England in excess of 15 millions, and Mr. Walter Runciman 
has but recently informed us that their total resources 
are at least £1,750,000,000. The figures are significant. 
but their real portent can better be realized when they 
are regarded in conjunction with the fact that there is 
probably more money being spent today than at any 
other period since the recklessly extravagant days of the 
war era. 

High taxation has made serious inroads into the 
thinning purses of the wealthy, and the redistribution of 
wealth has rapidly changed the standard of life for the 
middle and working classes, who—-in many cases for 
the first time—are now in a position to enjoy some of the 
minor luxuries of life. In the face of this trend towards 
luxury spending it is satisfactory and not a little 
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surprising to note the large increase of savings. Nothing 
has more conspicuously marked the financial history of the 
past few years than the rapid development of thrift 
institutions, and perhaps the most remarkable of all has 
been the unprecedented growth of the building society 
movement. 

One of the main reasons for the progress of building 
societies during recent years has been the undoubted 
advantages of their investment facilities. To invest 
money in a well-managed, incorporated building society 
is to ensure a liberal return of interest, immunity from 
depreciation, an income easy to collect, and satisfactory 
facilities for the realization of capital. “Safety for 
savings’’ is the motto of the first-class building society, 
and it is well to lay emphasis upon this question of 
security. The small investor is rarely a gambler; he 
has not sufficient capital to take any undue risk in his 
investments, and usually regards the security of his 
capital to be of more importance even than the yield it 
brings. 

Building society assets consist of first mortgages on 
carefully selected freeholds or long leaseholds providing 
an adequate margin of security. Since the mortgages are 
on the redeeming system the margin of security on each 
is continually being improved by the borrower’s regular 
monthly repayments of principal. Bad debts are rare, 
for a prospective house-owner gives his personal covenant 
and scrupulously observes his obligation to the society. 
Thus, the investor possessing but a modest amount of 
capital can obtain a mortgage security equivalent to that 
obtained by the wealthier mortgagee. 

There are two forms of investment in_ building 
societies, i.e. shares and deposits. Depositors stand in the 
position of first creditors and do not usually receive quite 
so high a rate of interest as shareholders, but it is not 
uncommon for a society to pay 4 per cent. interest to 
their depositors. Investment shares are grouped under 
two headings—(a) Fully-paid shares, and (b) partly-paid 
shares or subscribing shares. The face value of a fully- 
paid share is invested in full at the outset, and partly- 
paid shares are subscribed for by instalments. Four and 
a-half to 5 per cent. interest, net, and free of income tax, is 
generally paid on shares by the leading building societies 
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—a yield which bears comparison with any investment 
media now open to the small saver. There are no embar- 
rassing formalities to be completed should an investor 
desire to realize his capital, for, although legally entitled 
to demand a month’s notice of withdrawal, most building 
societies will pay practically on demand. 

An incorporated permanent building society in many 
ways resembles a bank; its working basis is by no means 
dissimilar, although it differs widely in its constitution 
and is more hidebound by legislative measures. A certain 
amount of friendly rivalry between the two great organiza- 
tions is inevitable, yet it is not to be deprecated, since 
healthy competition is undoubtedly beneficial and pro- 
motes a more efficient service to the customer. It is 
conceivable that building societies may attract certain 
savings that might otherwise go to the bank, just as, 
on the other hand, a bank’s mortgage facilities may 
possibly be regarded more favourably by a particular 
class of customer. But the question goes much deeper 
than this, and it is obvious to all but the superficially- 
minded that each institution reacts beneficially upon 
the other. 

Every thrift institution by encouraging saving, no 
matter in however modest a degree, helps to raise the 
economic and social level of a community. The building 
society in its direct encouragement of home ownership, 
teaches systematic saving to hundreds of people who have 
never possessed their own banking account, and so 
indirectly trains potential bank customers. It creates 
reliable savers and enlarges the field of operation for 
bankers in consequence. Parenthetically, it may be noted 
that the vast majority of building society mortgagors 
belong to the middle and working classes. 

On its mortgage side the building society caters for 
the borrower who requires a loan that is repayable in 
small monthly instalments spread over a term of years 
that may number fifteen or even twenty. Such a mort- 
gage makes no appeal to the banker, since a bank’s 
assets must necessarily be kept liquid; so that normally 
there is but a minimum of competition between the two 
institutions in this respect. In the United States great 
efforts are being made to achieve wider co-operation 
between banks and building societies. 
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Insurance in the United States 
By Our American Correspondent 


AXATION is always one of the most serious prob- 
lems confronting insurance companies operating 
in the United States. Originally the States taxed 

companies of other States and countries chiefly to meet 
the expense of supervising insurance. With the con- 
stantly growing demand for more revenue for general 
purposes, however, the States sought to secure it by means 
other than direct taxation of their own citizens, and have 
laid additional burdens upon insurance companies and 
other corporations. The Chamber of Commerce of the 
United States recently published a tabulation showing 
year by year the amount of taxes collected from insurance 
companies, the percentage of this amount used for super- 
vision of insurance, and the percentage used for other 
State purposes. The tabulation is as follows: 


Y Amount Used for Used for other 

ear. hee : 
collected. supervision. State purposes. 

1926 $79,634,512 3°94 96°06 

1925 72,839,721 3°65 96°35 

1924 67,731,570 3°71 96°29 

1923 59,741,828 3°87 96°13 

1922 53,015,799 4°37 95°63 


The foregoing figures show that the burden increased 
about 50 per cent. in five years. This, of course, does not 
indicate that the rate of taxation increased at any such 
rate, as the larger part of the tax consists of a percentage 
of premiums and the premium income increased greatly 
during the period mentioned. However, the actual rate 
of taxation is increasing. Last year, Ohio, which had 
previously levied a tax of 2} per cent. on premiums of 
companies of other States and countries, changed the rate 
to 3 per cent. Already this year Bills have been intro- 
duced in the legislatures of South Carolina and Kentucky 
to increase the tax on premiums from 2 to 3 per cent. 

With 1928 but two months old a number of fire 
insurance companies have already decided to increase 
their capital. In the past this has more frequently been 
done in the late autumn, so that the new capital would 
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be paid in shortly before the annual statement was made. 
During the past year, however, the fire insurance com- 
panies made so much profit (principally from invest- 
ments) that the boards of directors of several have 
already recommended increases in capital, and stock- 
holders invariably approve such recommendations. 

Officers of established fire insurance companies do not 
view with satisfaction the activity in organizing new 
companies. This feeling is not due entirely to the pros- 
pective loss of some business to these new institutions, 
but to the possibility that the general conditions in the 
business will be disturbed. Most of the larger American 
companies, and nearly all the British companies, are 
members of organizations whose rules prescribe the com- 
missions they may pay; but in the territory of nearly 
every organization are some non-affiliated companies not 
governed by these commission agreements. A number 
of the new companies will remain outside the organiza- 
tions. When the competition of non-affiliated com- 
panies increases, some of the affiliated companies usually 
become impatient of restraint. This tends to weaken 
organization discipline, to increase expenses, to lead to 
loose underwriting, and eventually to reduce profits. 

On February 2 a conflagration of considerable magni- 
tude occurred at Fall River, Massachusetts. Starting in a 
cotton mill which was being dismantled, the fire swept 
through several blocks in the heart of the city. Estimates 
of the loss have varied from $3,500,000 to $25,000,000, 
but underwriters express the opinion that the insurance 
loss will be from $5,000,000 to $7,000,000. As Fall 
River is an industrial city of about 120,000 population, 
most companies were doing business there, and the loss 
will be widely distributed among them. Coming at this 
time this loss will probably check any tendency to let 
down underwriting standards, such as often follows a 
good year. It may also help to make the public realize 
that the fire insurance companies in normal times must be 
permitted to charge rates which will enable them to meet 
unusual demands upon their resources, such as this one. 

A recent examination of the United States branch of 
the London and Lancashire Insurance Company, by the 
Insurance Department of the State of New York, has 
called attention to the relatively small part of a fire 
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insurance company’s profits which is derived from under- 
writing operations in this country, and the large part that 
comes from investments. The London and Lancashire 
is famous for the underwriting profit it makes on a rather 
small volume of business. The examination covered the 
period from January I, 1922, to June 30, 1927, during 
which most companies sustained an underwriting loss, 
but made a good investment profit. During that period 
the London and Lancashire earned $18,928,648 premiums, 
on which it made an underwriting profit of $582,616. 
During the same time it earned $1,955,165 in interest 
and rents, $243,201 net gain from sale and maturity of 
securities, and $394,300 net gain from increase in market 
value of securities. After deducting $10,761 investment 
expense, its investment profits amounted to $2,581,907, 
or more than four times the underwriting profits. 

The Supreme Court of the United States having 
refused the fire insurance companies a rehearing in the 
Missouri rate case, the decision of the Supreme Court of 
Missouri is now in effect, unless the attorneys of the com- 
panies can discover some way of holding it in abeyance. 
It is considered likely that some company which had a 
bad experience in Missouri for the five years, 1917-1921, 
will be made the plaintiff in a new action, claiming that, 
as it had lost money at the established rates, the order 
of the Superintendent of Insurance, issued in November 
1922, reducing rates I0 per cent. was confiscatory in 
its case. Meanwhile, the Insurance Department of 
Missouri, assuming that the decision of the Supreme Court 
will stand, is preparing to help policy-holders recover 
from the companies the Io per cent. to which the Court 
holds the companies were not entitled, and has called upon 
every fire insurance company operating in the State to 
furnish it, by March 15, detailed information about every 
fire, lightning, hail, and windstorm policy it had in effect 
in Missouri from November 15, 1922, to the present time. 

If every legal recourse fails the companies in Missouri, 
some prominent underwriters are strongly in favour of 
abrogating the term rule, or materially modifying it, 
in that State. Risks of many desirable classes are now 
written for three years for two and one-half times one 
annual premium, or five years for four times one annual 
premium. To write all of these on an annual basis only 
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would result in an increase in the actual rate sufficient 
to offset in part the 10 per cent. reduction. There is little 
doubt that most companies will become much more 
particular about the risks they write in Missouri, and some 
will probably adhere more closely to writing net lines, 
declining to issue large policies and reinsure part of the 
liability. A general tightening up would soon make it 
more difficult, or even impossible, to get insurance on 
less desirable classes of risks, such as farm property. 
This, in turn, would make it more difficult to secure 
loans on such property, as the mortgagees would not 
be properly protected by insurance, and the legisla- 
ture might be induced to amend the law and treat the 
companies more liberally. 

In the earlier history of fire insurance in the United 
States, when communication was slow, it was the custom 
of fire insurance companies to establish branches or 
general agencies in various parts of the country in order 
to keep the companies in more immediate touch with the 
agents. In recent years, however, the tendency has been 
to combine these branches or do away with them and 
handle the underwriting and field supervision at the 
home offices. Recent events have caused company 
executives to question whether it may become necessary 
to reverse this tendency. These events specifically are 
the wonderful record made by the Travellers’ Fire Insur- 
ance Company, and the announcement of the opening 
on March 1 at Dallas, Texas, of a branch office by the 
America Fore group of companies, one of the largest in 
the country, from which an officer of the companies will 
supervise their business in four adjoining States. The 
Travellers’ Fire, which is the fire insurance subsidiary 
of the Travellers’ Insurance Company, although it has 
been in operation only three or four years, wrote over 
$9,000,000 in premiums in 1927, one of the most remark- 
able records in the history of the business. The Travellers’ 
Insurance Company and the Travellers’ Indemnity, which 
together do the largest casualty business of any group 
in the country, had branch offices in nearly every 
important city and thousands of agents in the smaller 
cities and towns before the Travellers’ Fire was organized. 
It was placed in these offices and agencies, with the result 
mentioned. It becomes a question whether companies 
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which do not take home office facilities out to the 
agents will not be placed at a disadvantage in competition. 

The General Surety Company of New York has just 
been licensed to do business. It has $2,500,000 capital 
and $4,000,000 surplus, all paid up. Never before in the 
history of the surety business here did a company start 
with so large an initial capital and surplus. -Late in 
1927 the Seaboard Surety Company of New York started 
with $1,000,000 capital and an equal amount of surplus. 
The surety business has been generally profitable in the 
United States for many years, and yet very few com- 
panies have been organized to engage in that business 
exclusively. The companies entering that field have been, 
for the most part, companies doing a casualty business also. 

The urgent request of the stock casualty companies 
which write workmen’s compensation insurance that 
rates be advanced on small risks, because of the higher 
loss ratio on these than on larger ones in the same classi- 
fications, was taken up by the Superintendent of Insurance, 
James A. Beha, of New York, some weeks ago and referred 
to a committee of underwriters. This committee re- 
ported recently, and the superintendent has since made 
a ruling granting some relief in the State of New York. 
He expresses the belief that the higher loss ratio on small 
risks is due largely to the fact that in many small risks 
pay-rolls are not accurately kept, and it is impossible for 
casualty company auditors to determine the amount of 
excess pay-roll over the original estimate, and therefore 
impossible for the companies to collect the full amount 
of additional premiums to which they are entitled. He 
has therefore approved a ‘‘loss constant” to be added to 
each premium regardless of size, to be offset by a reduc- 
tion in the manual rate, thus reducing the premium on 
large risks and increasing those on small ones. The “loss 
constant” for manufacturing risks is to be $20; for con- 
tracting risks, $40; and for other classes, $4; while the 
reduction in manual rates is to be 24 per cent. on manufac- 
turing risks, and 5 per cent. on contracting risks. He 
also allows a $3 charge on every policy for expense of 
handling the risk, which is common to both large and 
small ones. He also approves a minimum premium based 
on an annual wage of $1,500 for one workman, which is 
considerably higher than the former minimum premium. 
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Superintendent Beha declined to grant the request that 
workmen’s compensation rates be loaded for 2} per cent. 
underwriting profit, holding that the investment income 
from the reserves and such savings as companies can make 
by careful underwriting and economical management 
furnish sufficient profit. 

In a recent article in the “‘Spectator,” Sir William 
Schooling has attributed the very large volume of life 
insurance written in the United States, as compared to 
that written in Great Britain, largely to the better 
training of life insurance agents here. There is no ques- 
tion that this is an important factor. The great growth 
of life insurance in this country has come since the 
companies began training their own agents with greater 
care, and since the agents through their own organiza- 
tions have given themselves better training. Salesman- 
ship has been the subject of intense study in the United 
States for some years, and a number of men have been 
developed who can impart its principles to others. The 
services of these men are secured by individual companies, 
by educational institutions, and by organizations of 
agents, while numerous books on salesmanship are on the 
market. There is little excuse for any agent to take a 
life insurance company’s rate book and undertake to sell 
insurance blindly or by mere persistence. 

This is the period of the year when many “life insur- 
ance sales congresses” are being held. A congress is 
arranged by one or several local associations of life 
insurance agents. It is usually held for one day in a city 
centrally located in the territory it is to serve. Hundreds 
of agents attend and hear lectures by sales experts and 
successful agents and managers, gain some new ideas 
and much enthusiasm, and return to their homes prepared 
for harder and more effective work. 
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